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EXECUTIVE OFFICE OF THE PRESIDENT b e L2 g
OFFICE OF MANAGEMENT AND BUDGET .
WASHINGTON, D.C. 20503 RS A -?70‘; Pt
May 24, 1972 | CIRCULAR NO. A-44

Revised
T0 THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT: Management yeview and improwvement program ‘

1a pPurpose. The puxpose of this Cirvecular is to provide guide-
iines for (a) management review and {b) management improvement,
that will focus agency efforts on operating programs and on the
fuactions essential to their suppoxt. These efforts will be
evaluated at all levels based on contxibutions made to achieving
operating program objectives.

2a Rescissions. Effective Septembexr 1, 1972, this Circulaxr su~-
persedes and rescinds Circular No. A-84, Revised, dated February
16, 1970, subject, Establishment of a management improvement pro-
gram applicable to all Government operations, and Transmittal
Memorandum No. 1, thereto, dated June 17, 1970, subject, Govern-
ment-wide study to improve Federal reporting and reduce related
paperwork; and, Circular No. A~79, dated July 3, 1968, subject,
Repoxrt - of accomplishments in the use and management of automatic
data pxocessing (ADP). Reporting requirements specified in these
rescinded directives axe superseded by this cCircular effective

september 1, 1972.

3. Authority. Statutory pxovisions require the Office of Man-~
agement and Budget to issue guidance to be followed by depart—
ments and agencies in reviewing and improving their operations;
and require OMB to assess department and agency management.

b, coverage. The provisions of this Circular are applicable to
rhe management of all executive branch operating programs and
supporting functions unless they are exempted in writing by the
Of fice of Management and Budget.

5., Qefinitiéas. For the purposes of this Circulax the follow-
ing definitions apply.

a. Operating program. A mix of activities and resources
under common management organized to accomplish a department ox

agency mission,

b. Mapacemsnt xeview. An objective examination, analysis,
and appraisal made by a department Or agency of lts operating
programs, functions, or organlzational units. '

c. Management impyovemept. An effbrt implemant@d by a de-
partment or agency that increases productivity, xrenders more

timely sexvice, provides better quality, or reduces coats of an
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operating program in ryelation +to the achievement of its
objective.

6o Responsibilities of the Office of Management and Budget.

a. Guidance. The Office of Management and Budget will pro-
mote the management review and lmprovement program through:

(1) Idea interchange. Appropriate means will be devel-
oped for the interchange of management xeview and improvement
ideas. Special emphasis will be placed on disseminating
information concerning quantitative improvement techniques such
as value analysis and cost-effectiveness analysis.

(2) Interagepcy panagement onjeggm. Interagéncy man-
agement projects will be monitored and the departments and agen-—
cies will be advised of applicable efforts planned oxr in process.

(3) 2Annual management letters. Departments and agen~
cies will be provided with an annual assessment of their manage-
ment review and improvement program effoxrts, and speciflc manage-
ment issues requiring department or agency action will be
identified. '

b. Assessment. The Office of Management and Budget will
assess the progress of the management review and improvement pro-
‘gram through:

' (1) Surveys. On-site management surveys will be con-
ducted by teams comprised of OMB and agency personnel. The
suxrveys are designed to examine and evaluate the mnanagement
capability of a department or agency and gauge whether top man-
agement needs arve adequately served. Such surveys may be
initiated by OMB or at the request of a department or agency

heada

(2) Study of common axreas. Common opexational areas
will be selected periodically for Government-wide study.

. (3) Repoxris appraisal. Department and agency annual
management reports will be appraised.

(3) Review of agency actlons. Department ' and agency
management actions taken in response to management igsues identi-
fied in annual management letters and in budget hearings will be

reviewed.

{5) Other actions. Other means will be determined by
OMB as appropriate.
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7. Responsibilities of departments and agencies. The head of
each departnent and agency will establish a contlnulnq and syste—
matic review and improvemesnt program at all levels in accordance
with the quidelines contained in this Circular. Regponsibility
for cooxrdination of the management review and improvement program.
may be delegated to a top level official reporting directly to
the department or agency head. The coordinator shall be assigned

the responsibility for assuring that:

a. Program procedures provide for proper coordination and
conform to the guidelines in this Circular.

b. Presidential Management Improvement Award nominees are
faxrly considered without reference to sex, race, creed, national
origins, grade, rank, or other nonsubstantive factors, and to
assure that nominations represent accomplishments of sufficient
significance to waryrant Presidential recognition.

c. An annual management repoxrt is prepared in accordance
with paragraph 10 and is submitted to the Divector, Office of

Management and Budget.

8. Management review guidelines. Department and agency manage-
ment review procedures will prowvide for:

a. Examination, analysis, and appraisal. Reviews will
includes

(1)  Examination of operating programs +o ascertain
their impact on accomplishing a significant aspect of the overall

mission.

{2) Analysis of operatlons to determine whether they
are being performed efficiently and effectively.

(3) Appraisal of alternative approaches for performing
operations in a more cost-effective manner.

b. Review coordination. Reviews will be cooxdinated
through:

(1) Establishment of review schedules +to0 assure that
appropriate planning precedes initiation of management reviews.

(2) Assessment of management review recommendations +to
determine impact on all operating program objectives.

(3} Screening of review recommendations to identify
those which should be designated as priority management improve-
ment proijects as specified in paragraph 9-a{i).

(No. | y
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{(4) Prompt dissemination of zrecommendations to the
leval capable of initiating n=2cessary corrective actions.

{5) Establishment of a control system that will assure
the satisfactory implementation of all approved corrective

actions.

9. Management Iimprovement quidelines. Department and agency
management improvement procedures will provxde for the accomp-
lishment of priority improvement projects and other improvement
projects.

2. Priority improvement prgijects.

{1} Selection. Prior to the beginning of each fiscal
vear, a limited numbex of areas reguiring top management atten~
tion will be designated as priorxity improvement projects. Such
proijects will identify areas reguiring improvement during the
vear based on an assessment of all applicable evaluation sources,
including management review recommendations and should considerx:

() The need for improving the operating program
or function in terms of accomplishing the mission.

{(b) The cost-effectiveness of an improvement in
terms. of the potential benefits to be obtained,

{¢) The availability of resources to apply to the
proposed improvement in texrms of department or agency-wide prior-
ities.

(d) The opportunity presented by' an improvement
for new initiatives +that will encourage the better use of
IYesSOUurcCes,

(2) Obijective and perxformance indicators. Management
improvement objectives and performance indicators will be estab-
lished and quantified, where practicable, for each pziority dim-
provement proiject. Performance indicators should permit
continuous and total assessment of progress in the attainment of
each improvement objective and should reflect: (a) increases in
preoductivity, (b) more timely sexvice rendered, {(c} bettexr
guality in the output, or (d) reduced costs for the operating
program or supporting function.

{3) Implementation. Prioxity improvement projects will
be implemented through the appropriate operating program or sup—
porting function managers.

(#) Perxiocdicg ggg;g~gigg Actual performance achieved
will be compared at appropriate intervals during the year against
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each performance indicator and corrective action wili be initi-
ated through the appropriate operating program OFX supporting
function manager. Comparisons will reflect a balanced agsessment
of productivity, sexvice, quality, and cost iandicatoxs t0 assure
that corrective actions foster the total improwvement desived for
each obijective.

b. Other imorovement proijects. ©Other improvement projects
will be implemented through the appropriate operating program oY
supporting function manager, ko the extent of avalilable nmanage-
ment improvement resources. Efforts should be concentrated ons

(1) Financial opexations as defined in “The Joint PFi-
nancial Management Improvement Program in the Federal Governmnent
of the United States," 1967, GFO No. 0F~-278-392.

{2) Automatic data processing operations as defined 4in
OMB Circular No. A~83, subject, ADP Management Information System
{ADP/MIS) .

(3) The management of internal, interagency, .and public
reports as defined in OMB Circular No. A-40 and the rederal Prop~
erty Management Regulations. :

{(4) The productivity of Govexrnment operations including
development of productivity indices, better use of work measure-
ment systems, expanded use of unit cost measures, and productiv-
ity justification of capital investments. _

: (5 The utilization of available resources at all
levels +to reduce the cost of currently approved programs OX
budget estimates including the elimination of nonessential activ-
ities and positions, adjustments in existing activities and pro-
cedures, use of labor-saving equipment, economical procuremnent,
and other actions that will zreduce costs.

{(6) Common opexational areas which are periodically
designated by the Office of Management and Budget for Governmenit-
wide study.

c. Improvement coordination. The scheduling of other im-
provement projects will be coordinated with the selection of pxri~
ority improvement projects to assure that they complement the
prioxity projects. Other improvement projects should be
designated as priority improvement projects when approprilate in
the judgment of a department or agency. For example, budgetary
constraints may warrant designation of an overall effort to
reduce costs as a priority improvement project.

§
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d. Improvement incentives. Appropriate improvement incen-
tives will be used to encourage improvements. Incentives should
include:

{1} The interchange of ideas within a department or
agency stressing innovative improvements and techniques that may
he adapted for use in areas other than where originated; and

{2) The nomination of individuals or groups who have
made exceptional and outstanding contributions to the achievement
of management 1improvements for Presidential Management Improve=-
ment Awards. These Awards represent the pinnacle of recogaition
granted by the Federal Government for management improvement and,
as such, are an important part of vaxious other forms of
recognition which may be granted by the head of a department ox
agency through the Federxal Incentive Awards Program.

10. Repoxrts. Each department and agency with 200 or more full
time regular employees will submit to the Director of the Office
.0of Management and Budget, by September 1, of each year, an annual
management report. The zeport will be prepared in accordance .
with the format and instructions contained in the Attachment and
the Exhibit, and will be submitted with a brief c¢overing trans-
mittal that evaluates the total effect of reported plans and ac-
complishments in the achievement of operating program objectives.
Agencies with fewer than 200 full time regular employees will
submit a narrative annual management report. The first sub-
mittals, due on September 1, 1972, will cover accomplishments
during fiscal year 1972 and plans foxr fiscal year 1973, except as
noted in the Exhibit.

11. Effective date. The effective date for implementaticn of
guidelines in this Circular is July 1, 1972.

12. Inguiries. Inquiries should be addressed to the Office of
Management and Budget, Organization and Management Systems Divi-
sion, Washington, D.C. 20503.

GEQRGE P. SHULTZ
Directox
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